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Request for Wage Increase in Paraguay 


On behalf of the Government, the President of the 
Central Bank of Paraguay, Mr. Storm, made a nation- 
wide radio address to answer the threat of a general 
strike by the Central Workers Union in support of a 
demand for a massive wage increase. He stated that 
such increases beyond the resources of the country lead 
to inflation and further deterioration of real income. 
Experience shows that, after many years of uncontrolled 
inflation, state controls, and lack of economic growth, 
attempts to increase wages in Paraguay over and above 
the real potentiality of the economy had produced only 
social disturbances, chaos, and economic backwardness. 
He indicated that there is no opposition to a fair mini- 
mum wage, but there are differences of opinion about 
the methods of achieving this goal. One group supports 
the idea of progressive wage increases, while others 
work to defend the purchasing power of wages and 
higher domestic production with social benefits for all 
members of the community. 

For many years Paraguay suffered economic stagna- 
tion because inflation destroyed all stimulus to capital 
formation and initiative for development. The Govern- 
ment now faces the effects of this prolonged inflation. 
There is an acute lack of capital and a deficient system 
of internal and river transportation; industrial equip- 
ment has not been adequately replaced; agricultural 
production badly needs better techniques and mech- 
anization; and private entrepreneurship and competition 
do not exist. The country has wasted important resources 
and lost its force and vigor. Between 1944 and Au- 
gust 1957, prior to the adoption of a stabilization 
program accompanied by the restoration of absolute 
economic freedom, the minimum wage had increased 
50.5 times, while the cost of living index rose 63.5 
times. Thus despite the 15 successive adjustments of 
the minimum wage that had been made during this 
period, the real minimum wage in 1957 was equal to 
only 79.5 per cent of the minimum wage of 1944. In the 
absence of monetary stability, periodic wage increases 
were fruitless, for prices rose still more rapidly and at 
the same time inflation seriously damaged other sectors 
of the economy, such as agriculture which was affected 
the most. 

The main objective of the program inaugurated by 
the over-all exchange reform of March 1956 and car- 


ried further in the monetary and financial measures of 
August 1957 is the achievement of stability for the 
domestic currency. The Central Bank has now been 
able to establish the guarani as a stable unit of exchange 
and a medium for savings in which the people have 
confidence. The basic elements in this program are 
sound credit policies, budgetary equilibrium, freedom 
of exchange, absence of price controls, and a wage 
policy based on Paraguay’s real economic potentiality. 
The expansion of the money supply has been limited to 
correspond to the growth of real income. There has 
been a budget surplus of @ 156 million in fiscal 1958, 
which has been used to repay past obligations; this 
surplus has been achieved despite extraordinary public 
works financed mainly by foreign aid, and without 
recourse to inflationary means. As a result of the 
growth of production and the monetary stability thus 
assured, it was possible to make a 20 per cent adjust- 
ment in the minimum wage in January 1958, which was 
followed by an increase of only 1.3 per cent in the 
cost of living. 

The Central Workers Union has requested a further 
wage increase of 149 per cent, in two stages of 29 per 
cent and 120 per cent. In recent discussions with the 
Union, the Government had pointed out that such 
massive increases were beyond the resources of Para- 
guay and threatened the complete failure of the stabili- 
zation program. The minimum wage in Paraguay is 
already nearly three times the average per capita 
income. The conditions for labor are therefore better 
than for other sectors of the economy. If the workers’ 
standard of living is low, the reason is that it is low 
for the entire country. Improved living conditions for 
the workers require a higher income for the whole 
country. A stable cost of living, growth in production, 
a good environment for domestic and foreign capital 
investment, the development of savings, and new job 
opportunities will be provided through monetary sta- 
bility. Any departure from implementation of the 
stabilization program—such as the request for an 
increase in wages—will again imply inflation and social 
unrest. 


Source: El Pais, Asuncién, Paraguay, September 6, 
1958. 
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Aid for Commonwealth Development 

A system of Commonwealth economic assistance 
loans was announced in Montreal by the U.K. Chan- 
cellor of the Exchequer on September 22. For inde- 
pendent Commonwealth countries, the United Kingdom 
is proposing to offer credits under the Export Credit 
Guarantee Act at the rate of interest at which the 
Government itself borrows, plus a management charge 
of % per cent. This is a major change of policy; a 
start has already been made by offers of credit in this 
form totaling some $150 million ($108 million to India, 
slightly more than $30 million to Pakistan, and about 
$10 million to Ceylon). Legislation will be introduced 
to provide exchequer loans to the Colonies at the same 
rate. Also, development boards and similar subordi- 
nate authorities in the Commonwealth and Colonies will 
be allowed access to the London capital market. Pre- 
viously, access to the London capital market has been 
restricted to Commonwealth and Colonial Governments. 

The Chancellor said that the United Kingdom has 
been the chief source of capital for Commonwealth 
countries, but that it would be glad if other Common- 
wealth countries, even those which are net importers of 
capital, could participate as well; to that end, the 
United Kingdom has suggested that, either through their 
central banks or directly through their Governments, 
these countries might be willing to join in the work of 
the Commonwealth Development Finance Company, a 
privately run organization that assembles development 
capital from banks and other sources and would like to 
expand its work in cooperation with individual Com- 
monwealth development corporations overseas and with 
the International Bank for Reconstruction and Devel- 
opment. 

The Chancellor said that he hoped that there would 
be some results forthcoming from this approach. The 
total contribution of the United Kingdom to economic 
development in the Commonwealth has averaged nearly 
£200 million annually in recent years, or nearly 1% per 
cent of U.K. gross national income. It is the intention 
of the United Kingdom to keep up this rate and to do 
better, if possible, though commitments cannot be 
undertaken beyond the limits of its resources. 


Source: The Times, London, England, September 23, 
1958. 


Europe 


EPU Settlements for August 1958 

The EPU settlement operations for August 1958 
covered a total of net surpluses and deficits of 69.0 
million units of account (1 unit of account—US$1), 
compared with a total of 119.9 million units for July; 
for June, the total of net surpluses was 146.0 million 
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units and the total of net deficits was 144.5 million units, 
the difference between total surpluses and total deficits 
representing the amount of interest paid to or by the 
Union. 

The net surpluses and deficits of the EPU member 
countries for June, July, and August 1958 are shown 
in the accompanying table. Creditor countries are pre- 
sented in descending order and debtor countries in 
ascending order of their respective claims or debts 
vis-a-vis the EPU after the completion of operations 
for August. 

The substantial decline in the total in August may be 
explained by the absence of extraordinary capital move- 
ments and a seasonal reduction in the volume of trade 
transactions. There was no reversal in the positions of 
the various countries, but for most of them the surpluses 
or deficits were smaller in August than in July. The 
Federal Republic of Germany earned the lowest surplus 
since last March, and the deficit of the United Kingdom 
was less than half that in July. France also had a smaller 
deficit, and to meet its gold payment to the Union it had 
recourse, for the first time since the settlements opera- 
tions for May 1958, to the special credit granted to 
France last January. 

Net Surpluses (+ ) or Deficits (-) in EPU 
(In millions of units of account) 


June July 
1958 1958 
Creditor countries 

Germany, Fed. Rep. + 109.6 
Belgium-Luxembourg +12.0 
Netherlands -6.2 
Austria +0.7 
Sweden +19 


+ 37.0 
+ 13.2 
+17.0 
+13.9 
+ 12.6 
Countries which are neither creditors 
nor debtors of the EPU 
Portugal 0.4 -11.9 —4.1 
Switzerland —4.7 +1.3 +3.7 
Debtor countries 
Greece + 6.1 —12.9 -—7.0 
Iceland -1.0 —0.3 -1.8 
Italy +8.5 +195 +11.6 
Turkey -3.9 —2.5 —5.1 
Denmark +7.2 +5.4 +2.0 
Norway —-11.4 -11.7 -5.0 
United Kingdom -70.2 -52.0 -22.6 
France -46.8 -28.6 -23.6 
Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, Sep- 
tember 13, 1958; Neue Ziircher Zeitung, 
Ziirich, Switzerland, September 18, 1958. 


Bank Advances in the United Kingdom 

The quarterly analysis of bank advances in the United 
Kingdom, published September 17 by the British Bank- 
ers’ Association, shows that members’ advances were 
£2,092 million in mid-August. This total, the first 
quarterly figure published since the end of the credit 
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squeeze last July, is the highest since August 1955, just 
after the credit squeeze was introduced. 

Bank advances have risen by £150 million so far this 
year. This has offset the decline that followed the intro- 
duction of the 7 per cent bank rate in September 1957. 
Compared with 1955, the composition of bank advances 
shows some marked differences. Most important, per- 
sonal advances are still some £60 million below the 
1955 figure, and advances to hire-purchase companies 
are not much more than half the 1955 figure. 

Source: The Times, London, England, September 17, 
1958. 


Overseas Earnings of the City of London 

The annual overseas earnings of the City of London 
have probably been about £150 million in recent years. 
This estimate is made by Mr. W.M. Clarke, the City 
Editor of The Times, in The City’s Invisible Earnings 
published by the Institute of Economic Affairs. The total 
comprises £70 million from insurance, £25 million to 
£30 million each from banking and merchanting, and 
£15 million to £20 million from brokerage. 
Source: The Times, London, England, September 15, 

1958. 


Common Nordic Markel 
The Economic Committee of the Nordic Council met 
on September 22 and 23 to discuss a supplementary 
report on the outstanding 20 per cent of the commodities 
to be included in a Common Nordic Market. A similar 
plan for 80 per cent of the commodities in the trade of 
the Nordic countries, covering a wide range of industrial 
products, was submitted a year ago (see this News 
Survey, Vol. X, p. 146). For most of the goods it is 
proposed that the Common Nordic Market should come 
into force as soon as the plan has been approved by the 
authorities in the four countries; but for a number of 
goods transitional periods have been suggested. The 
Committee says that the Market should be put into 
effect before the European Free Trade Area is estab- 
lished, since it would strengthen the industries of the 
four Nordic countries in their relations to such an area. 
The supplementary report covers cars and car parts, 
fishery products, and a number of fully manufactured 
metal products, textiles, leather and shoes, ceramics, 
glassware, and wood products. It will be submitted to 
the Nordic Council’s sixth session on November 9. 
Sources: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, September 24, 1958; 
Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, September 25, 1958. 


Norwegian-Canadian Aluminum Contract 

A/S Aardal og Sunndal Verk, Norway’s government- 
owned aluminum works, has signed a NKr 2 billion 
(US$280 million) contract with a Canadian company, 


which will assure a major part of its basic raw material 
requirements until 1978. The four million tons of alu- 
minum oxide to be supplied under the agreement will be 
processed in the firm’s electrolytic furnaces to produce 
aluminum metal worth about NKr 7 billion, at current 
prices. 

Providing for payment in aluminum ingots, the 20- 
year contract was signed with Aluminium Union Lim- 
ited, a subsidiary of the Canadian corporation, Alu- 
minium Limited. Most of the aluminum oxide will 
come from Jamaica. The Norwegian company has a 
similar, though not as comprehensive, agreement with 
Aluminum Company of America. 

The price to be paid for the raw material is pegged 
to the value of the finished product at the time of deliv- 
ery of the raw material, thus providing substantial pro- 
tection against any decrease in prices. For example, if 
the market quotation for aluminum metal should decline 
by 50 per cent, the price of aluminum oxide would be 
adjusted accordingly. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., September 4, 1958. 


Swedish-West German Trade Agreement 

According to a new trade agreement between Sweden 
and West Germany, the latter will purchase from 
Sweden 300,000 tons of grain each year during three 
years beginning August 1, 1958. The distribution 
between different kinds of grain will be determined each 
autumn. The new agreement represents an extension of 
the previous three-year agreement which concerned only 
Swedish exports of wheat. 


Source: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 14, 1958. 


Wages and Prices in Iceland 

As a result of the new effective import rates (see this 
News Survey, Vol. X, p. 395) and the 5 per cent gen- 
eral wage increase voted at the end of last May, prices 
in Iceland have started to rise. The cost of living index 
increased from 192 (March 1950=100) on May 1 to 
204 on September 1. Since wages are linked to the cost 
of living index, the higher prices have led to new wage 
increases. 

The annual review of farm prices resulted in Septem- 
ber in an increase estimated to bring about a 13 per 
cent rise in the value of the output of an average farm. 
Retail prices for farm products have been adjusted 
correspondingly, the increase for the various products 
varying from 9 per cent to 30 per cent. Also in Septem- 
ber, the retail prices for fish and bakery goods were 
raised. 

In addition to the 5 per cent general wage increase, 
many trade unions obtained further wage increases dur- 
ing the summer. However, the largest union—that of 
the unskilled workers in Reykjavik—has only recently 
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obtained a new agreement. The trade union demanded 

an increase of 12 per cent, but after negotiations a 

settlement was reached calling for a 9 per cent wage rise. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, September 23, 1958. 


West Germany's Exchange Reserves 

Accruals of gold and foreign exchange at the Deutsche 
Bundesbank in August showed a certain slackening in 
comparison with preceding months. The major outflow 
was on capital account, including a payment to the 
International Monetary Fund for a deutsche mark draw- 
ing by Turkey (see this News Survey, Vol. XI, p. 46). 
Between August 1 and August 28, the Bundesbank’s 
foreign claims (gold and exchange holdings available 
for unlimited use as well as claims resulting from grants 
of credit and special liquidity assistance) rose by 
DM 314 million, against DM 490 million in July, 
DM 349 million in June, and DM 569 million in May. 
Thus the trend differs considerably from that in the 
corresponding period of last year, when speculative 
exchange movements caused DM 1.5 billion of foreign 
currency to accrue at the Bundesbank in August alone. 
The total addition to the Bundesbank’s foreign assets 
was about DM 2 billion in the January-August period 
this year—considerably less than the increase of DM 4.6 
billion in the first eight months of 1957 and of DM 3.3 
billion between January and August 1956. The tend- 
ency to a better balance between incoming and outgoing 
payments was more marked in the German EPU posi- 
tion (in which the large 1957 surpluses had been 
reflected almost solely) than in the foreign exchange 
position as a whole. Between January and August 1958, 
there was a surplus of less than DM 1 billion on the 
central bank accounts which enter the EPU settlement, 
against surpluses of more than DM 5.1 billion in the 
first eight months of last year and over DM 2.4 billion 
in the corresponding period of 1956. 

The chief reason for the slower rate of growth in 
exchange holdings was that during the current year 
(unlike previous years) further speculative funds not 
only failed to enter West Germany—either directly, as 
foreigners’ DM deposits at German banks, or indirectly, 
through changes in the terms of payment in foreign 
trade; at times, such funds actually left the country on 
a greater scale than in earlier years. Another factor is 
that, by taking foreign money-market paper into their 
portfolios instead of selling to the central bank (as they 
used to do) almost all their accruals of foreign exchange, 
banks other than the Bundesbank have shared more in 
the holdings of the national exchange reserves. 

Source: Deutsche Bundesbank, Monthly Report, Frank- 
furt am Main, Germany, August 1958. 


West German Capital Market 

Interest rates for mortgage bonds in the Federal Re- 
public of Germany have fallen from 7 per cent to 5 
per cent during the past year, and those for other bonds 
have dropped from 7.5 per cent to 5.5 per cent. Thus, 
long-term interest rates in Germany have been brought 
near to those prevailing in the major western countries. 
Rates in Germany are now in fact below those in certain 
other industrial countries, e.g., Austria, Italy, and 
France; however, rates in Switzerland, the United 
States, and the Netherlands are still below West Ger- 
man rates. 


Offers of 5 per cent mortgage bonds in Germany 
have recently increased; almost all mortgage banks are 
now striving for new issues of that type, which would 
amount to several hundred million deutsche mark. At 
present, the new mortgage bonds are negotiated around 
97 per cent, which the market considers stable. Impor- 
tant issues of other bonds are due in the coming weeks; 
these include a DM 400 million issue by the Federal 
Railways, a DM 100 million issue by the Land Baden- 
Wiirttemberg, and issues by the Equalization of Bur- 
dens Fund and other public agencies. Including the 
mortgage bonds, the new bonds to be offered on the 
market before the end of this year will total more than 
DM 1 billion. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 18, 1958; Frankfurter Allgemeine 
Zeitung, Frankfurt am Main, Germany, Sep- 
tember 19, 1958. 


Increase in Austria's Dollar Liberalization 

The Austrian Government has decided to increase 
the percentage of liberalization of imports from the 
United States and Canada from 40 per ce it (1953 base) 
to 45 per cent. The actual effective date of the increase 
is awaiting completion of the new official liberalization 
list for imports from the United States and Canada. 

Press reports indicate that the goods affected are 
mainly raw materials and manufactured goods, such as 
car motors, sheet products, semifinished iron and steel 
goods, special tools, wood products, perfumes, glass, 
films, silk yarns, lace curtains, bed feathers, hard coal, 
coke, briquettes, various chemicals, and lubricants. 
However, it is also reported that the following agricul- 
tural products will be included in the new list: mush- 
rooms, dried vegetables, peas, beans, canned fruit, 
cheese, cocoa butter, cocoa powder, beer, and liquors. 
Corn will not be included. (In recent years, Austria 
has received considerabie quantities of corn from the 
United States on the basis of surplus agricultural com- 
modity agreements. ) 

According to official statements, the share of liberal- 
ized goods in Austria’s total imports from the United 
States and Canada will, in effect, be greater than 45 per 
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cent, because the liberalization quota is based on imports 
in 1953, when Austria’s liberalized imports from the 
dollar area were much smaller than at present. 


Sources: The Journal of Commerce, New York, N.Y.., 
September 24 and 25, 1958. 


Czechoslovak Trade with Western Europe 

Czechoslovak trade with Western Europe, principally 
with the Federal Republic of Germany, Great Britain, 
and Austria, which was valued in 1953 at 1,839 million 
korunas, had increased by 1956 to 3,189 million and 
by 1957 to 3,631 million. In 1957, Czechoslovakia’s 
trade with these countries was almost equal to that of 
the Soviet Union. 


Source: Chamber of Commerce of Czechoslovakia, 
Economic News Service, Prague, Czechoslo- 
vakia, September 1958. 


Middle East 


Credit and Payments Developments in the Sudan 

Bank credit restrictions imposed in the Sudan in 
September 1957 have been re-enforced in an attempt 
to check the persistent drain on the country’s free for- 
eign exchange reserves which, at LSd 8 million in 
August, are reported to be the lowest in many years. 


The new restrictions consist of three measures: (1) ad- 
vance deposits on imports have been increased from 
33% per cent to 40 per cent; (2) the period for which 
credit for the import of consumer goods may be granted 
has been restricted to three months from the date of 
the arrival of such goods in Port Sudan instead of the 
previous four months from the date on which the goods 
were cleared; (3) total bank credit for imports, retail 
trade, and personal use will be reduced during the three 
months September-November to 65 per cent of its 
volume in May 1955. The restrictions imposed in 
September 1957 had limited such credit to 80 per cent 
of this volume. This cutback amounts to a further 
LSd 1 million, or 4 per cent, reduction in the total bank 
credit available to the private sector. 

Since the new measures were introduced, the foreign 
exchange reserves of the Sudan available for current 
payments have been re-enforced to the extent of £3.7 
million, of which about £1.8 million represented a 
drawing on the International Monetary Fund equivalent 
to 50 per cent of the Sudan quota and £1.9 million 
represented the balance of the £20 million transferred 
by Egypt under the 1957 agreement for the redemption 
of Egyptian pounds which had remained blocked and 
has only recently been released by the British Treasury. 


Source: Middle East Economic Digest, London, Eng- 
land, September 12, 1958. 


Iranian Tariff 

A new tariff law that became effective in Iran on 
August 26 has increased the tariff rates on 418 of the 
991 items listed in the tariff and reduced the rates on 
80 items. For more than 150 items, ad valorem duties 
replace the specific duties that were previously imposed. 
The tariff as a whole is still mainly an instrument for 
raising revenue rather than for protecting local pro- 
duction. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 4, 1958. 


Far East 


U.S. Sales of Surplus Food fo India 

An agreement by the United States to finance the 
sale to India of $238.8 million worth (including certain 
ocean transportation costs) of U.S. agricultural com- 
modities (wheat, corn, and grain sorghums) for rupees 
was announced on September 26. The agreement is the 
first to be concluded under Title I of the recently 
extended and expanded Agricultural Trade Develop- 
ment and Assistance Act of 1954 (Public Law 480). 
It will help India to meet food shortage problems result- 
ing from a reduced food grain crop brought on by 
unfavorable weather conditions. Sales will be made by 
private U.S. traders; details of purchase authorizations 
will be announced when such authorizations are issued. 

The rupees obtained from the sales will be used for 
loans to the Indian Government for the financing of 
economic development projects, some grants, and for 
meeting U.S. expenditures in India. The amount to be 
set aside for loans to U.S. and Indian private enterprise 
is 25 per cent of the total obtained; these loans will be 
made by the Export-Import Bank of Washington. 

This agreement brings to a total of $664.2 million 
the U.S. surplus agricultural commodities sold to India 
under Title I of Public Law 480. 


Sources: Department of State, Press Release, and De- 


partment of Agriculture, Press Release, Wash- 
ington, D.C., September 26, 1958. 


Tea Export Subsidy in Ceylon 

The Government of Ceylon has limited, from Au- 
gust 23, 1958, the payment of a subsidy to tea selling 
between 90 Ceylon cents and Cey Rs 1.50 per pound 
at the Colombo auction; previously, the payment was 
on tea selling between 60 Ceylon cents and Rs 1.50. 
The subsidy payable is 50 Ceylon cents on tea selling 
above 90 Ceylon cents and below Rs 1. For tea above 
Rs 1 per pound, the subsidy will consist of the difference 
between the selling price and the maximum price of 
Rs 1.50. The new arrangement is intended to ensure 
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that better quality tea will be offered at the Colombo 
auction. 


Source: Ceylon News, Colombo, Ceylon, August 28, 
1958. 


Agreement Between Viel-Nam and France on Rice Land 

An agreement covering the repurchase by the Gov- 
ernment of Viet-Nam of rice land owned by French 
nationals was signed in Saigon on September 10 by 
representatives of both Governments. Under the terms 
of the agreement, the French Government will place 
F 1,490 million at the disposal of the Viet-Namese 
Government which will use this credit to repurchase 
more than 200,000 hectares of rice land owned by 
French physical or juridical persons. Although rice 
land prices range from F 1,400 to F 45,000 per hectare, 
the average price for all types of rice land under the 
terms of the agreement is limited to F 8,000 per hectare, 
and a mixed French-Viet-Namese commission will set 
a price schedule. French owners who elect to sell their 
land under this agreement will not be allowed to retain 
any portion of it; however, they are given until Novem- 
ber 15, 1958 to choose between selling under the terms 
of this agreement or under the terms of Ordinance 
No. 57 of October 22, 1956. That ordinance specifies, 
among other things, that individual owners who have 
to sell their rice land may retain up to 100 hectares, 
and that payment for any land sold will be made 10 
per cent in cash and the remainder in 10-year govern- 
ment bonds. Under the new agreement, it seems that 
owners will receive cash payment for the land sold. 
Source: L’Information du Viet-Nam Economique et 


Financiere, Saigon, Viet-Nam, September 11, 
1958. 


Taiwan-Philippines Textile Cooperative Project 

Two Chinese textile mills in Taiwan, the Ching Lun 
Linen Weaving Mill and the Kun Ching Linen Weaving 
Mill, have been commissioned by the Philippine Gov- 


ernment to weave linen cloth for military use. It is 
reported that the Philippines will supply 1,300 tons, 
worth more than US$800,000, of raw linen to the 
Taiwan mills; 700 tons will be used to manufacture 
1 million yards of linen cloth for the Philippines, and 
600 tons will be turned over to the two mills in lieu of 
processing charges. This is the first cooperative project 
for the textile processing industry between these two 
countries. 

Source: Chinese News Service, Press Release, New 

York, N.Y., September 2, 1958. 


Economic Developments in Japan 
Revised forecasts by the Economic Planning Agency 
of the Japanese Government of economic developments 


in the fiscal year ending March 31, 1959 indicate an 
advance in the second half of the year following the 
decline in the first half. As a result, gross national 
product for the full year will show a 1.8 per cent gain 
in real terms; at current prices, the rise will be less than 
1 per cent—from ¥ 10,150 billion in the fiscal year 
ended March 31, 1958 to ¥ 10,179 billion. Private 
consumption expenditures are expected to increase by 
4.5 per cent, from ¥ 5,847 billion to ¥ 6,110 billion, 
but private capital formation will decline by almost 23 
per cent, from ¥ 2,493 billion to ¥ 1,934 billion. An 
increase of 0.3 per cent in industrial production is esti- 
mated. The balance of payments is expected to show 
a surplus equivalent to about US$300 million for the 
year, compared with a deficit of $130 million in the 
last fiscal year. Employment will probably increase by 
some 650,000 persons. 

With the exception of investment in plant and equip- 
ment, a general increase in demand is expected, which 
will cause a rise in shipments and prices during the 
second half of the fiscal year and will encourage invest- 
ment in stocks of materials and dealers’ inventories. 
Investment in plant and equipment is expected to be 
somewhat lower than in the first half year, since new 
machinery orders from private enterprises have fallen 
considerably. Industrial production may increase by 
about 7 per cent, but in many industries output will 
continue below full capacity. Consumption demand is 
expected to increase about 9 per cent, reflecting the 
relatively small impact of the recession on income and 
employment, a seasonal upswing, and a rise in rural 
spending prompted by the fourth consecutive bumper 
rice crop. Exports are expected to rise by about 7 per 
cent, as seasonal gains, slight increases in prices, and 
promotion efforts offset such factors as uncertainties 
concerning recovery of the U.S. economy, the tendency 
of some countries to impose restrictions on imports of 
Japanese goods, and increasingly sharp competition 
from Europe and Mainland China. 

Despite a rise, estimated at about 14 per cent, in 
imports, a trade surplus of about $10 million is expected. 
When receipts from special procurement and invisibles 
are taken into account, the over-all balance of payments 
surplus during the second half of the current fiscal year 
will amount to approximately $100 million. 

A substantial budget deficit, arising mainly from 
seasonal disbursements for purchasing the rice crop, is 
estimated for October-December, even though net pay- 
ments from the Foreign Exchange Special Account may 
be expected to diminish gradually. The payments excess 
will ease the money market, but new demands for credit 
to finance increased output and inventories may arise. 

An upward tendency in prices resulting from the 
increased demand will be compensated by greater pro- 
duction. Both wholesale and consumer prices are 
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expected to show only slight seasonal increases during 
the second half of the fiscal year. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, September 20, 
1958. 


United States and Canada 
U.S. Development Loan Fund Activities 


The U.S. Development Loan Fund announced on 
July 30 a $10 million loan to the Federation of Malaya 
for the development of new port facilities in the North 
Klang Straits area near Kuala Lumpur. The loan is for 
30 years, carries an interest rate of 3% per cent, and 
is repayable in U.S. currency. 

During September agreements were signed by the 
Development Loan Fund for loans to Ceylon, Paraguay, 
and China (Taiwan). To Ceylon $750,000 is to be 
advanced to purchase five diesel-powered coaches for 
the suburban railway system of Colombo. Paraguay 
will receive $1 million to assist in financing the con- 
struction of a municipal water works in Asunci6n. 
Part of the cost of the Shihmen dam power project in 
northern Taiwan, Taiwan’s first multipurpose project of 
this type, will be covered by a loan of $21.5 million, 
repayable over 35 years and carrying interest at 3% 
per cent, with provision for payment in Chinese currency. 


Sources: Department of State, Press Releases, Wash- 


ington, D.C., July 30, September 3, 5, and 
6, 1958. 


Canada’s National Product 

The total value of output of goods and services in 
Canada reached an annual rate of $32.2 billion (sea- 
sonally adjusted) during the second quarter of 1958, 
about 2 per cent more than in the first quarter. Since 
farm income increased at a relatively high rate, reflect- 
ing mainly a rise in the production of livestock, nonfarm 
output rose by only some | per cent. It is estimated, 
however, that the greater part of the increase in value 
reflects a further rise in final product prices, so that 
the volume of output changed very little. 

As in the first quarter, the major elements of strength 
were rising government outlays for goods and services 
and higher expenditures for new housing construction. 
Some impetus to business activity came from a small 
increase in exports and a moderation in the rate of 
inventory liquidation. Imports of goods and services 
continued to decline. Corporation profits, which had 
been falling since the end of 1956, showed a small gain. 
Personal expenditure on consumer goods and services, 
which was a strong supporting element in the first quar- 
ter, remained virtually unchanged, although the flow 
of income to the personal sector continued upward. 
Labor income showed a gain of 2 per cent. Continuing 


higher transfer payments from the Government, a 
decline in direct personal tax collections, and a slight 
rise in interest and dividend income also supported the 
upward movement of personal disposable income. The 
annual rate of personal saving (seasonally adjusted) 
rose from $1.7 billion in the first quarter to $2.5 billion 
in the second. 

For the first six months of the year, the annual rate 
of national product was $32.0 billion. Although the 
rate of personal saving showed a marked advance from 
the corresponding period in 1957, personal expenditure 
on consumer goods and services increased by 4 per 
cent. A rise of 31 per cent in government transfer 
payments was an important factor in the upturn of 
personal income; another factor, however, was the 
maintenance of dividend payments at a time when cor- 
poration profits declined sharply. Housing construction 
was an important element in the increase over the first 
half of 1957 in national product; outlays for plant and 
equipment declined substantially, and there was a shift 
in business inventories from accumulation a year ago 
to liquidation in the current year. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, September 22, 1958. 


Latin America 


Agreement of Latin American Coffee Producing Countries 

An export control agreement has been signed by 
coffee producing countries in Latin America, which 
produce about 80 per cent of the world’s coffee. These 
countries are Brazil, Colombia, Costa Rica, Cuba, 
Dominican Republic, Ecuador, El Salvador, Guatemala, 
Haiti, Honduras, Mexico, Nicaragua, Panama, Peru, 
and Venezuela. Under the agreement, Brazil will hold 
off the market 40 per cent of its exportable coffee out- 
put, Colombia 15 per cent, and the other countries 
5 per cent of the first 300,000 bags and 10 per cent of 
the rest. A somewhat similar agreement among 7 of 
the 15 countries—the so-called Mexico Agreement— 
expired on September 30, 1958. 

An attempt to work out a world agreement has failed, 
since coffee producing countries in Africa have desired 
a system in which each country would have a specific 
quota of coffee to be sold each year, while the Latin 
American countries have favored the flexible retention 
system. 


Sources: The Wall Street Journal and The Journal of 


Commerce, New York, N.Y., September 29, 
1958. 


Argentine “Aforo” System for Wool Exports 

A new system of establishing list prices for wool 
exports was introduced in Argentina on September 12, 
when wool exports were classified into 37 groups, for 
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each of which a minimum export price was established. 
Under regulations issued on August 1, the percentage 
of foreign exchange receipts to be surrendered at the 
official market rate is 65 for greased wool and 50 for 
scoured and carbon wool and sheepskins. Although each 
export transaction must be approved by the Export and 
Import Board, it is explicitly understood that the inter- 
vention of the Board will now be restricted to verifying 
whether the export price and the classification of wool 
in the established groups conform with the new regula- 
tions. It is no longer within the jurisdiction of the 
Export and Import Board to classify the lots and assess 
the prices—which has hindered trade in the past. 

To encourage the quick exportation of wool from 
the 1957-58 clip, Circular No. 3323 of September 12 
provides that for wool shipped before November 30 
there will be rebates on the official surrender prices of 
15 per cent for greased wool and 10 per cent for 
scoured and carbon wool and sheepskins. 

Source: Economic Survey, Buenos Aires, Argentina, 
September 16, 1958. 


Other Countries 


Borrowing Powers of Reserve Bank of New Zealand 
In order to clarify and extend the borrowing powers 
of the Reserve Bank of New Zealand, legislation has 


been introduced into the New Zealand Parliament to 
include in the powers of the Reserve Bank authority to 
borrow money, establish credits, and give guarantees in 
New Zealand or elsewhere, in any currency and on 
terms providing for repayment or payment in the same 
or any other currency. It also authorizes the Bank to 
change, pledge, or deposit by way of security any part 
of its assets for any of the purposes listed above or for 
any other purpose approved in writing by the Minister 
of Finance. ' 

Source: The New Zealand Herald, Auckland, New 

Zealand, August 8, 1958. 


Estimate of Cocoa Crop in Ghana 

The 1958-59 cocoa crop of Ghana is expected to be 
237,000 tons, according to the first official estimate of 
the Ghana Department of Agriculture. Output in the 
1957-58 season was around 200,000 tons. The esti- 
mate of the new crop is approximately equal to the 
annual average of the ten-year period 1948-49 to 
1957-58. 

The prospect of higher cocoa production in the com- 
ing months has caused a sharp decline in prices. Cocoa 
futures for December 1958 closed at £277 15s. per ton 
on September 26; in early July of this year, the price 
of cocoa in London was around £360 per ton. 

Source: The Financial Times, London, England, Sep- 
tember 26, 1958. 
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U.K. Grant fo Federation of the West Indies 

In accordance with arrangements agreed at the West 
Indian Federation Conference in 1956, the United King- 
dom will make a grant to the West Indies of £8.75 mil- 
lion over the five-year period 1959-63. The grant will 
enable the Federal Government of the West Indies to 
undertake the responsibilities for making grants-in-aid 
to those governments participating in the Federation 
whose revenues are insufficient to cover their admin- 
istrative expenses. 


Source: The Financial Times, London, England, Sep- 
tember 27, 1958. 


Currency in Portuguese India 

New types of coinage and notes are to be issued in 
Portuguese India (Goa, Damao, and Diu). The inten- 
tion is to replace the Portuguese Indian rupia by a 
currency equivalent to that of Portugal at the rate of 
6 escudos to the rupia, the reform to come into effect 
on January 1, 1959. 


Source: The Bankers’ Magazine, London, England, 
August 1958. 


Fund Alternate Executive Director 

Mr. G.J. MacGillivray of the Overseas Department, 
Bank of England, has been appointed Alternate Execu- 
tive Director of the Fund for the United Kingdom, effec- 
tive September 27, 1958, to succeed Mr. R.E. Heasman. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, October 1958, shows that 
in July Chile purchased $2,000,000 under its stand-by 
arrangement with the Fund; Brazil repurchased 
$17,250,000 in accordance with a previously agreed 
schedule, and then purchased the same amount under 
its revolving stand-by arrangement; the stand-by 
arrangement with Paraguay, of which $1,500,000 was 
still available, was extended for that amount; and Haiti 
agreed to a stand-by arrangement for $5,000,000. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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